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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Public  Employees' 
Retirement  Division  (division)  of  the  Department  of  Administration  for  the  two 
fiscal  years  ended  June  30,  1990.    Included  in  this  report  is  a  recommendation 
concerning  incomplete  and  inaccurate  data  on  the  computer  system.    Also  included 
in  the  report  is  a  disclosure  issue  relating  to  the  funding  of  the  Judges'  Retirement 
System.   The  division's  written  response  to  the  audit  recommendation  is  included 
in  the  back  of  the  audit  report. 

We  thank  the  administrator  and  his  staff  for  their  assistance  and 
cooperation. 


Respectfully  subrnj«e,d. 


cott  A.  Seacat 
Legislative  Auditor 
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Summary  of  Recommendations 


The  listing  below  serves  as  a  moans  of  summarizing  the  recommendations  contained  in  the  report, 
the  division's  response  tlu-relo,  and  a  rererence  Id  iIu"  supporting  comments 


Recommendation  #1  We  recommend  the  division  ensure 

information  on  its  automated  system 
is  complete  and  accurate 


Agency  Response:    Concur.   See  page  38. 
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Introduction 


Intntduction 


We  performed  a  financial-compliance  audit  of  the  Public  Em- 
ployees' Retirement  Division  (division)  for  the  two  fiscal  years 
ended  June  30,  1990.   The  audit  objectives  were  to: 


1.  Recommend  improvements  in  the  division's  management 
and  internal  controls. 

2.  Determine  the  status  of  the  prior  audit  recommendations. 

3.  Determine  the  division's  compliance  with  applicable  laws 
and  regulations. 

4.  Determine  if  the  financial  schedules  present  fairly  the 
results  of  the  division's  operations  for  the  two  fiscal  years 
ended  June  30,  1990. 

This  report  contains  one  recommendation  to  the  division.    This 
recommendation  addresses  an  area  where  the  division  can 
improve  the  accuracy  of  the  information  on  its  computer  system. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the 
recommendation  contained  in  this  report.   Other  areas  of 
concern  deemed  not  to  have  a  significant  effect  on  the 
successful  operations  of  the  division  are  not  specifically 
included  in  this  report,  but  have  been  discussed  with  the 
administrator  and  his  staff. 


Backgntund 


The  Public  Employees'  Retirement  Division  of  the  Department 
of  Administration  manages  the  activities  of  seven  retirement 
systems  and  a  pension  plan  as  listed  below: 


Public  Employees'  Retirement  System 
Municipal  Police  Officers"  Retirement  System 
Game  Wardens'  Retirement  System 
Sheriffs'  Retirement  System 
Judges'  Retirement  System 
Highway  Patrol  Retirement  System 
Firefighters'  Unified  Retirement  System 
Volunteer  F  irefighters'  Pension  Plan 
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Introduction 


The  division  is  administratively  attached  to  the  Department  of 
Administration.    A  six-member  Public  Employees'  Retirement 
Board  governs  the  division.   The  governor  appoints  board 
members  to  five-year  terms.   The  board  has  exclusive  control 
over  administering  the  funds  of  the  seven  retirement  systems 
and  the  pension  plan.    Staffing  and  other  administrative 
functions  are  the  responsibility  of  the  Department  of 
Administration.    During  fiscal  year  1989-90,  the  division  was 
authorized  20  full-time  equivalent  employees  and  appropriated 
$904,765  to  administer  the  retirement  systems  and  pension  plan. 

The  division  obtains  an  actuarial  valuation  of  the  retirement 
systems  biennially,  the  most  recent  of  which  was  as  of  July  1, 
1990.    The  purpose  of  the  valuation  was  to  determine  the 
financial  position  of  the  funds  and  the  unfunded  accrued 
liability  based  upon  present  and  prospective  assets  and  liabilities 
of  the  systems.   The  division's  actuary  stated  in  the  reports  that 
each  of  the  seven  retirement  systems  is  actuarially  sound. 
Because  the  Volunteer  Firefighters'  Pension  Plan  is  not  an 
actuarially  funded  system,  the  actuary  did  not  perform  a 
valuation  of  this  plan.    A  summary  of  the  actuary's  findings  is 
contained  in  Note  2  on  page  17. 
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Prior  Audit  RecoiniTiendations 


Prior  Audil  I  he  previous  audit  report  on  the  Public  rmployecs'  Retirement 

Recommendations  Division  contained  four  recommendations  to  the  division.    The 

division  implemented  three  of  the  recommendations  and  did  not 
implement  one  recommendation.   The  recommendation  not 
implemented  concerns  providing  the  actuary  with  complete  and 
accurate  data  (discussed  on  page  4  of  this  report). 
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Findings  and  Recommendations 


Inaccurate  Inrormation 
on  the  Division's  Data 
System 


The  Public  Employees'  Retirement  Division  (division)  obtains  a 
biennial  actuarial  valuation  for  seven  of  the  retirement  systems 
it  administers.    The  consulting  actuary  performs  various  tests  of 
the  information  provided  by  the  division  and  concludes  on  the 
financial  position  of  the  funds  and  the  unfunded  liability  based 
upon  present  and  prospective  assets  and  liabilities  of  each 
system. 


During  the  previous  two  audits,  several  instances  were  identified 
where  the  information  on  the  division's  automated  system  was 
inaccurate  and  incomplete.    We  identified  instances  during  the 
current  audit  where  member  records  contained  blank  fields, 
incorrect  birth  dates,  incorrect  service  credit,  or  other 
inaccurate  information.    Providing  the  actuary  with  incomplete 
or  inaccurate  information  may  result  in  an  invalid  conclusion  as 
to  the  actuarial  soundness  of  the  retirement  systems. 

At  the  end  of  each  fiscal  year,  the  division  performs  a  close  out 
of  the  active  membership  status  in  each  retirement  system  by 
removing  active  members  without  activity  for  a  full  fiscal  year, 
and  placing  them  as  inactive.   Therefore,  members  may  have 
terminated  employment  two  years  before  they  were  deleted  from 
the  active  file.    According  to  division  personnel,  the  extract  of 
information  given  to  the  actuary  was  performed  prior  to  the 
year-end  close  out  of  active  members.   This  would  cause  an 
overstatement  of  the  number  of  active  members,  covered 
payroll,  and  the  unfunded  liabilities  in  the  reports  submitted  by 
the  actuary.   The  actuary  was  aware  of  this  problem  and 
performed  reasonableness  tests  to  adjust  the  data  prior  to  his 
valuation. 

The  actuary  also  performed  reasonableness  tests  on  blank  fields, 
service  credits,  birthdates,  etc.    The  actuary  provided  us  a  list  of 
errors  he  identified  in  the  information  the  division  provided 
him  prior  to  his  valuation.   This  list  included  427  Public 
Employees'  Retirement  System  (PERS)  active  members  with 
missing  or  incorrect  birth  dates  and  374  PERS  active  members 
without  a  gender  code.    In  addition,  the  actuary  noted  several 
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Findings  and  Recommendations 


status  code  and  retirement  option  errors  within  the  system 
membership  information.    According  to  division  personnel, 
blank  member  fields  are  a  result  of  members  failing  to  submit  a 
membership  card  upon  employment.    Therefore,  it  is  difficult  to 
give  the  necessary  information  to  the  actuary  in  the  form 
requested. 

Information  Services  Division  of  the  Department  of  Administra- 
tion has  completed  a  review  of  the  division's  data  system  and 
has  determined  an  approximate  cost  of  implementing  a  new 
system.    During  the  52nd  Legislative  Session,  the  division  has 
requested  budget  authority  to  implement  a  new  data  system.    If 
the  division  implements  a  new  system,  it  will  need  to  perform 
procedures  to  ensure  the  information  transferred  for  all 
members  is  accurate  and  complete. 


Recommendation  #1 

We  recommend  the  division  ensure  information  on  its 
automated  system  is  complete  and  accurate. 
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Disclosure  Issue 


Judges'  Retirement 
System  Funding 


This  report  section  discusses  an  issue  which  we  believe  warrants 
disclosure.  Since  division  officials  are  aware  of  the  concern,  we 
do  not  make  a  recommendation  at  this  time. 


Supreme  court  justices  and  district  court  judges  are  members  of 
the  Montana  Judges'  Retirement  System  (MJRS).   This  retire- 
ment system,  established  in  1967,  currently  has  42  contributing 
members. 

The  statutory  funding  sources  for  this  system  are: 

1.  Member  contributions  (7  percent  of  a  judge's  salary). 

2.  State  of  Montana  contributions  (6  percent  of  member 
salaries). 

3.  District  court  fees  up  to  31  percent  of  the  salaries  paid 
district  court  judges  and  supreme  court  justices  in  the 
system  through  June  30,  1991  and  34.71  percent  thereafter. 

4.  25  percent  of  selected  supreme  court  fees. 

During  our  audit  we  determined  there  was  a  shortfall  in  funding 
for  the  MJRS  for  fiscal  years  1984-85  through  1989-90.    As  of 
September  30,  1990,  the  funding  shortfall  in  district  court  fees 
has  increased  to  a  total  of  $769,403.    Inadequate  funding 
occurred  when  district  court  fees  collected  by  the  Judicial 
Branch  and  then  remitted  to  the  division  were  insufficient  to 
reach  the  31  percent  of  judges'  salaries  funding  level.   The  issue 
of  inadequate  funding  for  the  MJRS  was  addressed  by  the  1983 
Legislature  and  again  by  the  1989  Legislature.    Legislation 
passed  to  increase  the  percentage  of  certain  filing  fees  the 
counties  remit  to  the  state  from  60  to  68  percent.    The  state 
contribution  to  the  MJRS  is  made  from  this  remittance  by  the 
counties.    Legislation  also  increased  the  state  contribution  from 
20  percent  to  31  percent  of  salaries  paid  to  the  district  judges 
and  supreme  court  justices  covered  by  the  MJRS  through 
June  30,  1991  and  from  31  percent  to  34.71  percent  thereafter. 
llowe\er.  a  shortfall  in  funding  continues  to  exist.    1  he  actual 
total  court  fees  provided  less  than  25  percent  of  the  salaries. 
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Disclosure  Issue 


This  funding  is  not  sufficient  to  pay  the  normal  cost  of  benefits 
as  they  are  earned  in  the  future,  and  contributes  no  amount 
toward  the  amortization  of  the  unfunded  past  service  liability  of 
this  system. 


The  division's  actuary  stated  he  was  aware  of  the  shortfall  in 
funding  when  performing  the  July  I,  1990  actuarial  valuation. 
In  addition,  he  stated  the  valuation  was  performed  on  the  basis 
the  retirement  system  would  not  recover  the  past  shortfall. 
However,  the  valuation  assumes  that  district  court  fees  will  be 
increased  in  future  years  to  actually  provide  the  required 
contributions.    The  actuary  emphasized  in  his  report  that  it  is 
imperative  that  the  funding  be  brought  up  to  the  required 
statutory  rate.    Page  32,  illustrates  the  unfunded  liability  and  the 
number  of  years  required  to  amortize  the  unfunded  liability. 

Section  5,  chapter  664,  Laws  of  1989,  requires  the  Public 
Employees'  Retirement  Board  to  provide  the  52nd  Legislature  a 
copy  of  the  July  1,  1990  actuarial  valuation  of  the  Judges' 
Retirement  System.   The  legislature  will  review  the  actuarial 
soundness  of  the  system  and  may  address  concerns  with 
legislation. 
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Independent  Auditor's  Report 
&  Agency  Financial  Schedules 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepcn-  We  issued  an  unqualified  opinion  on  the  Public  Employees' 

dent  Auditor's  Report  Retirement  Division's  Schedules  of  Assets,  Liabilities,  and  Fund 

Balance  and  Schedules  of  Revenues,  Expenses,  and  Changes  in 
Fund  Balance  as  of  and  for  each  of  the  two  fiscal  years  ended 
June  30,  1989  and  June  30,  1990.    An  unqualified  opinion  means 
that  the  schedules  are  fairly  stated  in  all  material  respects  and 
that  the  user  can  rely  on  the  information  presented. 
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INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

^flARY  BRYSON 
OperalJons  and  EDP  Audit 

JAMES  GILLETT 

Financial  Compliance  Audit 

JIM  PELLEGRINI 
Pettormance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Public  Employees'  Retire- 
ment Division  as  of  and  for  each  of  the  two  fiscal  years  ending  June  30,  1989  and  1990,  as  shown 
on  pages  12  through  25.   The  information  contained  in  these  schedules  is  the  responsibility  of  the 
division's  management.    Our  responsibility  is  to  express  an  opinion  on  those  financial  schedules 
based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.    Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  schedules  are  free  of  material  misstatement.    An  audit  includes  e.xamining, 
on  a  test  basis,  evidence  supporting  the  amount  and  disclosures  in  the  financial  schedules.    An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  schedules  presentation.    We  believe  that 
our  audit  prov  itios  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  I,  these  financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy  and  are  not  intended  to  be  a  presentation  in  conformity  with  generally  accepted 
accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respect,  the  financial  position  of  Public  Employees'  Retirement  Division  as  of  June  30.  1989  and 
1990  and  the  results  of  operations  and  changes  in  fund  balances  for  each  of  the  two  fiscal  years 
ended  June  30,  1989  and  1990,  in  conformity  with  the  basis  of  accounting  described  in  Note  I. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


Januarv  18,  1991 


PUBLIC  EMPLOYEES'  RETIREHEMT  DIVISION 

SCHEDULE  OF  ASSETS.  LIABILITIES.  AND  FUND  BALANCE 

PENSION  TRUST  AND  AGENCY  FUNDS 

JUNE  30.  1990 


PENSION 

1  TRUST  FUNDS 

AGENCY  FUND 

Municipal 

Game 

Highway 

Volunteer 

Unified 

*PERS 

Police 

Wardens' 

Sheriffs' 

Judges' 

Patrol 

Firefighters' 

Firefighters' 

Administration 

Social  Security 

Assets 

Cash 

$  1,877,415 

$    24,172 

$   252,200 

$    59,880 

$    19,009 

$    51,273 

$   10,433 

$    16,355 

$ 

108,085 

$    220 

Accounts  Receivable 

4,557,735 

2.917,332 

13,555 

124,841 

87,509 

112,309 

583,448 

3,371,199 

836,737 

212 

Interest  Receivable 

16,971,663 

715,518 

219,677 

692,895 

260,040 

529,106 

145,470 

681,053 

Investments  (Net) 

809,065,998 

30,877,234 

10,198,239 

31,809,559 

12,430,527 

24,598,632 

6,382,150 

30,424,908 

423,000 

Deferred  Losses/CGains) 

9,727,866 

216,017 

110,811 

237,419 

146,332 

346,257 

55,981 

(98,622) 

(See  Note  1) 

Land  and  Bui Idings 

208,192 

Less:  Accumulated 

Depreciation  on  Buildi 

ngs 

(100,668) 

Equipment 

114,169 

Less:  Accumulated 

Depreciation  on  Equipment 

(43,653) 

Intangible  Asset 

$T 

4.297 
.019.635 

TOTAL  ASSETS 

$842,308,201 

$34,750,273 

$10,794,482 

$32,924,594 

$12,943,417 

$25,637,577 

$7,177,482 

$34,394,893 

$423.432 

L  i  abi I i  t  i  es 

Accounts  Payable 
Due  to  the  Federal 

Government 
Deferred  Revenue 
Compensated  Absences 

Total  Liabilities 

Fund  Balance 

TOTAL  LIABILITIES  AND  FUND 
BALANCE 


1,307,019 


1,281 


27,195 


2,861 


15,530 


1,516 


7,307      9,165 


27.195 


2,861 


15^530 


1.516 


7,307 


9.165 


191,508 


191 


191,699 


840.999.901    34.723.078   10.791.621     32.909.064    12.941.901    25.630.270    7.168.317     34.203.194 
$842.308.201   $34.750.273  $10.794.482    $32.924.594   $12.943.417   $25.637.577   $7.177.482     $34.394.893 


967,107 

52.528 
1.019.635 

0 


$1.019.635 


26 

423,432 

423.458 
126) 

$423,432 


*For  explanation  of  retirement  system  abbreviations  see  Note  4  on  page  19. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  25. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

SCHEDULE  OF  ASSETS.  LIABILITIES.  AND  FUND  BALANCE 

PENSION  TRUST  AND  AGENCY  FUNDS 

JUNE  30.  1989 


PENSION 

TRUST  FUNDS 

AGENCY  FUND 

•PERS 

Municipal 
Police 

Game 
Wardens' 

Sheriffs' 

Judges' 

Highway 
Patrol 

Volunteer 
Firefighters' 

Unified 
Firefighters' 

Administration 

Social  Security 

Assets 
Cash 

Accounts  Receivable 
Interest  Receivable 
Investments  (Net) 
Deferred  Losses/(Gains) 

$    550,820 

2,035,282 

15,057,341 

735,309,403 

10,930,611 

$     1,995 

2,944,507 

970,098 

27,885,795 

240,953 

$     2,724 

33,726 

413,297 

9,515,243 

129,659 

$    20,596 

119,227 

1,057,120 

28,066,372 

253,484 

$     4,745 

54,314 

449,588 

11,099,352 

156,353 

$    4,765 

48,434 

796,943 

21,957,937 

383,268 

$     321 

565,099 

340,301 

5,613,351 

62.206 

$    17,563 

3,317,265 

1,030,974 

26,501,875 

(106,281) 

$  61,864 
693,628 

$    553 

77 
386,801 

(See  Note  1) 
Land  and  Buildings 
Less:  Accumulated 

Depreciation  on  Buildi 
Equipment 
Less:  Accumulated 

Depreciation  on  Equipn 
Intangible  Asset 

ngs 
lent 

208,192 
(96,258) 

101,265 

(33,485) 
6.956 
$830,228 

TOTAL  ASSETS 

$763,995,391 

$32,043,348 

$10,094,649 

$29,516,799 

$11,764,352 

$23,191,347 

$6,581,278 

$30,761,396 

$387.431 

Liabilities 

Accounts  Payable 
Due  to  the  Federal 

Government 
Deferred  Revenue 
Conpensated  Absences 

Total  Liabilities 

Fund  Balance 

TOTAL  LIABILITIES  AND  FUND 
BALANCE 


$  1,632,040   $   319,460  $   196,430    $   391,803   $   193,066   $   302,003   $  199,041     $   382,108 


267 
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1.632.307      319.460     196.430 


391,815 


193,066 


302,003 


199,041 


216 


382.324 


762.363.084    31.723.888    9.898.219    29.124.984    11.571.286    22.889.344    6.382.237     30.379.072 
$763.995.391   $32.043.348  $10.094.649    $29.516.799   $11.764.352   $23.191.347   $6.581.278    $30.761.396 


$776,178 


42.718 
818.896 

11.332^ 


$830.228 


$387,431 


387.431 


$387.431 


See  Note  3. 


•For  explanation  of  retirement  system  abbreviations  see  Note  4  on  page  9. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  25. 
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See  Note  3. 


PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

SCHEDULE  OF  REVENUES.  EXPENSES.  AND  CHANGES  IN  FUND  BALANCES 

PENSION  TRUST  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1990 


•PERS 


Municipal 
Police 


Game 
Wardens' 


Sheriffs' 


Judges' 


H  i  ghway 
Patrol 


Volunteer 
Firefighters' 


Unified 
Firefighters' 


Administration 


Revenues: 
Retirement  Contributions: 

Etnployee 

Employer 

State 

Fines  and  Forfeitures 

Court  Fees 
Investment  Income  and 

Dividends 
Payback  of  Annuity  Savings 

Interest 
Miscellaneous 

Total  Revenues 

Expenses: 

Benefit  Payments 

Refund  of  Member  Contri- 
bution and  Interest 

Refund  of  Employer  Contri- 
bution 

Local  Assistance 

Personal  Services 

Operating  Expenses 

Equipment 

Total  Expenses 

Excess  Revenues  Over  (Under) 
Expenses 

Fund  Balance  July  1,  1989 

Prior  Year  Adjustments 

Fund  Balance  June  30,  1990 


$  32,512,845 
30,443,560 


$  713,525 
1,341,047 
2.856,449 


$   198,219 
252,561 

207,232 


$   892,134    $   151,874 
928,191       130,781 


$  449,527 
890,068 
811,468 


$  583,064 


$  601,644 
1,305,728 
3,223,919 


546,412 

77,719,327 

3,012,720 

928,390 

3,017,383 

1,153,554 

2,303,803 

599,597 

2,967,570 

44,532 

519 

5,658 

26,023 

153 

121 

25,120 

140.745.384 

7,924.260 

1,592,060 

4,863,731 

1,982,621 

4,455,019 

1,182,661 

8,098,982 

50,541,097 

4,638,412 

685,390 

564,657 

568,382 

1,698,352 

365,670 

4,212,857 

10,093,440 

239,215 

1,287 

456,243 

41,849 

2,069 

20,472 

503,959 

15,424 

36,910 

114 

4,279 

20,325 

782,126 

15,558 

2,703 

11,675 

1,309 

6,957 

9,049 

14,809 

61.920,622 

4,908,609 

— 

689.380 

1,069,485 

611,654 

1.707.378 

395,044 

4,252.417 

78,824,762 

3,015,651 

902,680 

3,794,246 

1,370,967 

2,747,641 

787,617 

3,846,565 

762,363,084 

31,723,888 

9 

,898,219 

29,124,984 

11,571,286 

22,889,344 

6,382,237 

30,379,072 

(187.945) 

(16.461) 



(9.278) 

(10.166) 

(352) 

(6.715) 

(1.537) 

(22.443) 

$840,999,901 

$34,723,078 

$10 

.791.621 

$32,909,064 

$12,941,901 

$25,630,270 

$7,168,317 

$34,203,194 

463,183 
(451,308) 
(8.801) 
3.074 


(3,074) 
11,332 
(8,258) 
$      0 


*For  explanation  of  retirement  system  abbreviations  see  Note  4  on  page  19. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  25. 
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PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 

SCHEDULE  OF  REVENUES.  EXPENSES,  AND  CHANGES  IN  FUND  BALANCES 

PENSION  TRUST  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1989 


•PERS 


Municipal 
Police 


Game 
Wardens' 


Sheriffs' 


Judges' 


Highway 
Patrol 


Volunteer 
Firefighters' 


Unified 
Firefighters' 


Administration 


Revenues : 

Retirement  Contributions: 

Employee 

Employer 

State 

Fines  and  Forfeitures 

Court  Fees 
Investment  Income  and 

Dividends 
Payback  of  Annuity  Savings 

Interest 
Miscellaneous 

Total  Revenues 

Expenses: 

Benefit  Payments 

Refund  of  Member  Contri- 
bution and  Interest 

Refund  of  Employer  Contri- 
bution 

Local  Assistance 

Personal  Services 

Operating  Expenses 

Equipment 
Total  Expenses 

Excess  Revenues  Over  (Under) 
Expenses 

Fund  Balance  July  1,  1988 

Prior  Year  Adjustments 

Direct  Entries  to  Fund  Balance 

Fund  Balance  June  30,  1989 


$  27,908,693 
28,251,533 

$   663,174 
1,409,323 
2,797,597 

$  202,970 
177,998 

236,930 

$   827,115 
871,136 

$   131,317 
124,390 

513,274 

$   439,022 
893,383 
417,881 

$  565,099 

$  595,142 
1,293,491 
3,161,498 

72,165,821 

2,851,655 

927,592 

2,760,132 

1,059,095 

2,157,217 

588,469 

2,682,094 

40,441 
26.922 

7,012 

24,607 

6,242 

785 

128.393.410 

7.728,761 

1,570,097 

4.464,625 

1.828,076 

3,908,288 

1,153,568 

7.732,225 

46,270,098 

4,272,625 

544,591 

465,958 

471,154 

1,560,984 

692,149 

3,997,225 

11,403,305 

132,755 

49,590 

561,415 

35,698 

44,775 

337,279 

7,783 

2,793 

36,820 

389 

502 

651,715 


15,743 


58.662.397  4.428,906 

69,731,013  3,299,855 

692,675,079  28,4ft, 763 

(43,008)  270 


2,531 


11,120 


599,505  1,075,313 

970,592  3,389,312 

8,955,279  25,727,381 

(27,652)  8,291 


1,352 


472.506 


S762.363.084    $31.723.888 


$9.898.219    $29.124.984 


$11.571.286 


6,837 


1.603,908 


21,750 

8,884 

722,783 


14,859 


4,057,361 


$22.889.344 


$6.382.237 


$30.379.072 


$  453,984 
(416,297) 
13,036 
50,723 


1,355,570 

2,304,380 

430,785 

3,674,864 

(50,723) 

10,206,825 

20,903,063 

5,996,021 

26,628,768 

69,269 

8,891 

(318,020) 
(79) 

(44,569) 

75,440 

(7,214) 

$   11.332 


See  Note  3. 


*For  explanation  of  retirement  system  abbreviations  see  Note  4  on  page  19. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  25. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1990 


Summary  of  Significant 
Accounting  Policies 


The  following  is  a  summary  of  significant  accounting  policies 
for  the  Public  Employees'  Retirement  Di\  ision. 


Basis  of  Presentation 


The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.   The  following  funds  are  used  by  the  division: 


Fiduciary  Funds 


Pension  Trust  Fund  -  A  trust  fund  is  used  to  account  for  assets 
held  by  the  di\  ision  in  a  trustee  capacity.    The  division  acts  as  a 
trustee  for  the  seven  retirement  systems  and  the  pension  plan. 

.Agency  Fund  -  To  account  for  Social  Security  Administration 
assets  held  in  trust  by  the  division  as  an  agent  for  the  federal 
government. 


Basis  of  Accounting 


The  Public  Employees'  Retirement  Division  uses  the  accrual 
basis  of  accounting  for  its  Pension  Trust  Funds.    Under  the 
accrual  basis  of  accounting,  revenue  is  recorded  when  earned, 
and  an  expense  is  recorded  when  incurred.    A  valid  obligation 
exists  when  the  associated  liability  is  incurred  except  for  the 
following  items  which  are  also  considered  valid  obligations 
under  state  accounting  policy. 


If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  mav  be 
accrued  even  though  the  ser\  ices  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the  expense  is 
accrued. 

The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  the  purchase  order  is  issued. 

Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the 
fiscal  year  in  which  the  anticipated  expense  is  to  be 
accrued. 


Page  16 


Notes  to  the  Financial  Schedules 


Vacation  aod  Sick  Leave 


Division  employees  accumulate  both  vacation  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination. 
Expenditures  for  compensated  absences  currently  are  absorbed 
in  the  annual  operating  costs  of  the  division.    At  June  30,  1990, 
the  division's  accrued  liability  for  sick  leave  was  $16,030  and 
for  vacation  leave  was  $35,458.    In  addition,  the  division  had 
Fair  Labor  Standards  Act  (FSLA)  compensated  absences  of 
$1,040. 


Valuation  of  Investments 


Investments  are  stated  at  cost.    Federal  and  corporate  securities 
included  in  the  division's  investments  are  increased  by  the 
amount  of  premiums  and  decreased  by  unamortized  bond 
discounts. 


The  market  value  of  the  investments  were  as  follows: 


Retirement  System 

PERS 

Municipal  Police 

Game  Wardens' 

Sheriffs 

Judges' 

Highway  Patrol 

Firefighters'  Unified 

Volunteer  Firefighters' 


Market  Value 

June  30.  1990 

$946,552,849 

36,585,061 

11,840,082 

34,893,085 

13,975,713 

27,514,856 

35,278,272 

5,517,503 


Losses  on  Bond  Swaps 


The  deferral  and  amortization  method  was  used  for  accounting 
for  gains  and  losses  on  bond  swaps.   The  unamortized  deferred 
gains  or  losses  are  written  off  over  the  life  of  either  the  bond 
sold  or  acquired,  whichever  is  less. 


Unfunded  Accrued 
Liability 


The  method  of  funding  employed  in  the  actuarial  valuation  of 
the  retirement  systems  as  of  July  1,  1990,  is  commonly  referred 
to  as  the  entry  age  normal  cost  method.    This  method  establishes 
a  normal  cost  of  the  system,  as  well  as  an  unfunded  percentage 
of  total  salaries  required  to  fund  the  benefits,  assuming  this 
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Notes  to  the  Financial  Schedules 


percentage  had  been  contributed  since  each  member's  entry  into 
the  system. 

The  unfunded  accrued  liability  represents  the  excess  of  the 
present  value  of  total  liabilities  over  the  present  assets  of  the 
system  and  the  present  value  of  expected  future  contributions 
for  normal  costs.    The  unfunded  accrued  liability  and  the 
amortization  period  determined  as  of  July  1,  1990  by  the  actuary 
for  each  of  the  retirement  systems  were  as  follows: 


Retiretnent  System 
Public  Employees' 
Municipal  Police 
Game  Wardens' 
Sheriffs' 
Judges' 

Highway  Patrol 
Firefighters'  Unified 


Unfunded 
Liabi I i ty  at 
July  1.  1990 
$277,9U,90i 

33,963,221 

0 

3,364,480 

19,513,336 

55,689,839 


Number  of 
Years  Required 
to  Amort i  ze  the 
Unfunded  Liabi I i  ty 
21.76 
26.19 
8.78 
0 
26.72 
31.97 
33.54 


Source:   The  actuarial  valuations  dated  July  1,  1990 

The  actuary  stated  in  his  reports  that  the  retirement  systems  are 
actuarially  sound.    In  addition,  the  system's  actuary  prepared  a 
supplement  to  the  July  1,  1990  valuation  in  accordance  with 
Governmental  Accounting  Standards  Board  (GASB)  Statement 
#5  using  the  projected  unit  credit  actuarial  cost  method.    The 
unfunded  pension  benefit  obligation  for  each  of  the  retirement 
systems  was  as  follows: 


Retirement  System 
Public  Employees' 
Municipal  Police 
Game  Wardens' 
Sheriffs' 
Judges' 

Highway  Patrol 
Firefighters'  Unified 


Unfunded 
Pension  Benefit 
Obi i gat  ion  at 
June  30.  1990 
$252,828,342 
35,565,454 
2,075,249 
(9,165,765) 
5,098,942 
20,021,926 
57,349,915 


Source:   The  division's  actuarial  supplement  dated  June  30,  1990 
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Administration 


The  division  records  its  administration  expenses  in  the 
administration  account.    At  fiscal  year-end,  the  division 
distributes  the  administrative  expenses  to  the  various  retirement 
systems  by  abating  operating  expenses.    Normally  the  admini- 
stration account  has  a  zero  fund  balance.    Various  immaterial 
accounting  errors  caused  the  fund  balance  in  this  account  at 
June  30,  1989. 


4. 


Abbreviations 


The  financial  schedules  include  acronyms  abbreviating  each 
retirement  system.   The  abbreviations  are  explained  below. 


PERS 

Municipal  Police 

Game  Wardens' 

Sheriffs' 

Highway  Patrol 

Judges' 

Unified  Firefighers' 

Volunteer  Firefighters' 

Administration 


Public  Employees'  Retirement  System 

Municipal  Police  Officers'  Retirement  System 

Game  Wardens'  Retirement  System 

Sheriffs'  Retirement  System 

Highway  Patrol  Retirement  System 

Judges'  Retirement  System 

Firefighters'  Unified  Retirement  System 

Volunteer  Firefighters'  Pension  Plan 

Used  to  record  administration  revenues  and 

expenses  of  the  Public  Employees'  Retirement 

Division  during  the  fiscal  year. 


5.      Contingent  Liability 


During  January  1983,  the  Social  Security  Administration  (SSA) 
of  the  U.S.  Department  of  Health  and  Human  Services,  accepted 
PERD's  clarification  that  part-time  employees  were  to  be 
excluded  from  payment  of  social  security  tax.   On  July  24,  1984, 
PERD  was  notified  that  the  acceptance  was  in  error  and  PERD 
was  required  to  include  the  part-time  employees  in  payments 
remitted.    PERD  maintains  that  these  individuals  should  not  be 
included  and  has  not  remitted  payment  to  the  SSA. 


On  March  9,  1988,  the  SSA  assessed  the  state  of  Montana 
$39  million  for  uncollected  contributions  for  public  part-time 
employees  for  tax  years  1984,  1985,  and  1986.    PERD  took 
exception  and  appealed  this  assessment  on  June  30,  1988. 
However,  if  it  is  determined  that  such  contributions  are  due,  it 
is  the  division's  position  that  the  amount  is  $1.4  million.    PERD 
officials  sl;il('il  Ilif  (lis|)uli'  i)i;iy  liiki'  up  lo  six  yc:irs  lo  •,cllli'. 
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Notes  to  the  Financial  Schedules 


Contribution,  BencfiL, 
and  KiTund  Kates 


rhe  following  schedules  summarize  the  contribution,  benefit, 
and  refund  rates  for  each  retirement  system  and  for  the 
Volunteer  F"irefighters'  Pension  Plan  during  fiscal  year  1988-80 
and  fiscal  year  1989-90.    The  schedules  include  abbreviations, 
explained  below. 


F.C.  -  Final  Compensation 


F.A.S.  -  Final  Annual  Salary 


F.S.  -  Final  Salary 


A  member's  highest  average  annual 
salary  during  any  three  consecutive 
years  of  membership  service. 

Monthly  compensation  of  a  meiit>er, 
averaged  over  the  last  36  months  of 
active  service,  or,  if  not  a  member 
that  long,  over  period  of  membership. 

Average  annual  condensation  received, 
exclusive  maintenance,  allowances  and 
expenses,  for  any  three  years,  or  if 
not  a  member  that  long,  total  salary 
earned  divided  by  the  number  of  years 
served. 


F.M.C.  -  Final  Monthly 
Compensation 


Full-paid  firefighter  -  regular  monthly 
compensation,  excluding  overtime, 
holiday  payments,  shift  differential 
payments,  compensatory  time  payments, 
and  payments  in  lieu  of  sick  leave, 
definition  different  for  part-paid 
firefighters. 


"Service  credits"  and  "years  of  service"  are  defined  in  administrative 
rules. 
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PERS 
Municipal  Police 


Game  Wardens' 

Sheriffs' 
Judges' 


SCHEDULE  OF  CONTRIBUTION  RATES 

Employee  Employer       State 

6.15%  6.417% 

6%  -  Employed  on 

6/30/79. 

7.5%  -  Employed 

after  6/30/79. 

7.9% 

7% 
7% 


13.02% 

15.06%  of  salaries 

from  the  tax 

premium  fund. 

7.15% 

Fines  and 

forfeitures. 

7.67% 

6% 

District  court  fees 

remitted  to  the 

state  up  to  31%  of 

salaries  paid  to 

District  Judges'  and 

Supreme  Court 

Justices  in  system. 

plus  25%  of 

Supreme  Court 

fees. 

Highway  Patrol 


7.59% 


Unified  Fire- 
fighters' 


6% 


16.57%  10.18%  of  drivers' 

license  fees  as 
provided  in  section 
61-5-121,  MCA. 
and  a  portion  of 
motor  vehicle  fees 
as  provided  in 
section  61-3-321. 
MCA. 

13.02%  22.98%  of  salaries 

from  insurance 
premium  tax. 


Volunteer 
Firefighters' 


None 


None  5%  of  fire 

insurance  premium 
tax. 
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SCHEDULE  OF  BENEflT  AND  REFUND  RATES 


P.E.R.S. 


MUNICIPAL  POLICE 


BENEFITS 
Retirenient 
(Age  Requirement) 


(Service  Requirement) 


50-Uith  5  years  service,  actu- 
arially reduced  benefit.  60- 
Uith  5  years  service.  65-No 
minimum  service  requirenient. 

Any  age  after  30  years 
service.  Any  age  after  25 
years  service  -  Actuarially 
reduced  benef  i  t . 


50-With  20  years  service  if 
employed  after  7/1/75. 


20  years  (for  those  employed 
and  covered  on  7/1/75). 


Formula 

(Service  Retirement) 


1/56  X  service  credits  x  F.C. 


1/2  F.A.S.  plus  1%  of  F.A.S. 
for  each  year  of  service  after 
20  years.   (Maximum  tjenefit  = 
60%  of  F.A.S.) 


DISABILITY  RETIREMENT 
(Non-Duty  Related) 


Duty  or  non-duty  with  a 
minimum  of  5  years  service 
25%  of  F.C.  or  907.  (1/56  x 
F.C.  X  service  credits), 
whichever  is  greater. 


Duty  or  non-duty  -  1/2  F.A.S. 
(Minimum  benefit)  +  1%  of 
F.A.S.  for  each  year  of 
service  over  20  years. 


(Duty  Related) 


See  above. 


See  above. 


DEATH  BENEFITS 

(Non-Duty  Related) 


Duty  or  non-duty  -  Member's 
contributions  and  accunulated 
interest,  plus  one  month's 
salary  for  each  year  of 
service  up  to  a  maximum  of  6 
years. 


Duty  or  non-duty  •  spouse 
receives  1/2  F.A.S.  until 
death.  Benefits  also 
available  for  dependent 
chi Idren. 


or 


(Duty  Related) 


If  a  member  had  a  minimum  of  5 
years  of  service,  the 
beneficiary  may  elect  a 
monthly  annuity. 

See  above. 


See  above. 


SOCIAL  SECURITY  BENEFITS 
REFUND  AT  TERMINATION 


Yes 

Contributions  and  accumulated 
interest.   (No  service 
requi  rement . ) 


No 

Contributions  only. 
(Accumulated  interest  with  10 
or  more  years  of  service.) 
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Notes  to  the  Financial  Schedules 


SCHEDULE  OF  BENEFIT  AND  REFUND  RATES 
(continued) 


GAME  WARDENS' 


SHERIFFS' 


BENEFITS 
Ret i  rement 
(Age  Requirement) 


50-Uith  20  years  service. 


24  years  of  service  for  those 
members  initially  elected  or 
appointed  prior  to  7/1/89. 
50-With  24  years  service  for 
members  on  or  after  7/1/89. 
50-With  15  years  service- 
actuarial  ly  reduced  from 
either  24  years  or  age  60. 


(Service  Requirement) 


See  above.  (Involuntary 
retirement  with  10  years 
service  at  age  55. ) 


Involuntary  retirement  with  10 
years  service  at  age  55  - 
Actuarially  reduced  from 
either  24  years  or  age  60. 


Formula 

(Service  Retirement) 


DISABILITY  RETIREMENT 
(Non-Duty  Related) 


(Duty  Related) 


2%  X  service  credits  x  F.S. 
(Those  retired  on  or  before 
7/1/89  subject  to  minimum 
benefits). 


2%   X  years  of  service  x  F.S. 
actuarially  reduced  from  age 
50.   (Those  retired  on  or 
before  7/1/89  subject  to 
minimum  benefit). 

1/2  F.S.  after  10  years  of 
service.   (Those  retired  on 
or  before  7/1/89  subject  to 
minimum  benef i  t . ) 


2%  X  service  credits  x  F.S.  up 
to  25  years  (Maximum  of  50% 
F.S.)  plus  1.35%  F.S.  for 
service  in  excess  of  25  years 
(up  to  maximum  of  60%  F.S.) 


2%  X  years  of  service  x  F.S., 
actuarially  reduced  from 
either  24  years  or  age  60. 


1/2  F.S. 


DEATH  BENEFITS 

(Non-Duty  Related) 


Member's  contributions,  plus 
accumulated  interest. 


Member's  contributions  and 
accumulated  interest. 


2%  X  years  of  service  x  F.S., 
actuarially  reduced  from  age 
55.   (Subject  to  minimum 
benefits  on  7/1/89). 


2%  X  years  of  service  (25 
years  maximum)  x  F.S.  reduced 
from  age  65  or  25  years 
service. 


(Duty  Related) 


1/2  F.S.,  less  amount  paid  to 
beneficiary  by  Workers' 
Compensation.  (Subject  to 
minimum  benefit  on  7/1/89.) 


1/2  F.S.,  (reduced  to  25%  for 
the  period  of  time  the  bene- 
ficiary received  Workers' 
Compensation. ) 


SOCIAL  SECURITY  BENEFITS 
REFUND  AT  TERMINATION 


Yes 

Contributions  only.   (Accumu- 
lated interest  with  10  or  more 
years  of  service. ) 


Yes 

Contributions  and  accumulated 
interest.   (No  service 
requi  rement . ) 
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Notes  to  the  Financial  Schedules 


SCHEDULE  OF  BENEFIT  AND  REFUND  BATES 
(cont inuod) 


JUDGES' 


HIGHWAY  PATROL 


BENEFITS 
Retirenient 
(Age  Requirement) 


65-With  5  years  service. 


50-Uith  20  years  service  (for 
those  hired  after  7/1/85). 


(Service  Requirement) 


See  above.   (Involuntary 
retirement  benefits  also 
available  with  five  or  more 
years  of  service.) 


20  years  service  (for  hired 
before  7/1/85).   (Early 
retirement  reduced  from  age 
60.) 


Formula 
(Service  Retirement) 


3  1/3%  X  service  credits  (15 
years  maximum)  x  current 
annual  salary  plus  1%  salary 
for  each  year  of  service  after 
15  years. 


2%  x  service  credits  x  F.S. 
(Minimum  benefit  allowance 
also  in  effect. ) 


DISABILITY  RETIREMENT 
(Non-Duty  Related) 


Service  retirement  benefit 
actuarially  reduced  from  age 
65. 


2%  X  years  of  service  x  F.S., 
actuarially  reduced  from  age 
60.   (Minimum  benefit 
allowance  also  in  effect.) 


(Duty  Related) 


DEATH  BENEFITS 

(Non-Duty  Related) 


1/2  current  annual  salary  or  a 
regular  retirement  allowance, 
whichever  is  greater. 

Contributions  and  accumulated 
interest. 


1/2  F.S.,  regardless  of  length 
of  service.   (Minimuii  benefit 
also  in  effect. ) 

Member's  contributions  and 
accumulated  interest. 


The  actuarial  equivalent  of 
any  of  the  involuntary 
retirement  provisions. 


A  monthly  benefit  based  on  the 
actuarial  equivalent  and 
reduced  from  age  60.   (Basic 
formula  reduced  by  the  early 
retirement  factor.)  (Minimun 
benefit  also  in  effect.) 


(Duty  Related) 


Regular  service  retirement 
benefit. 


1/2  F.S.,  less  the  amount  paid 
to  the  beneficiary  by  Workers' 
Compensation.   (Minimum 
benefit  also  in  effect.) 


SOCIAL  SECURITY  BENEFITS 
REFUND  AT  TERMINATION 


Yes 

Contributions  only. 


No 

Contributions  plus  interest. 
(No  service  requirement.) 
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Notes  to  the  Financial  Schedules 


SCHEDULE  OF  BENEFIT  AND  REFUND  RATES 
(continued) 


BENEFITS 
Retirement 
(Age  Requirement) 


(Service  Requirement) 


Formula 

(Service  Retirement) 


DISABILITY  RETIREMENT 
(Non-Duty  Related) 


(Duty  Related) 


FIREFIGHTERS'  UNIFIED 


50-Uith  10  years  service. 


10  years  at  age  50. 


Hired  before  7/1/81  Regular 
ret i  rement  -  1/2  final  monthly 
compensation  (F.M.C.),  plus  ^%   for 
each  year  in  excess  of  20.   (Maximum 

-  60%  of  F.M.C.)  Early  retirement  - 
2%  X  F.M.C.  X  service  credits 
(maximum  60%  F.A.S.) 

Hired  on  or  after  7/1/81.  2%  x 
F.A.S.  X  service  credits  (maximum 
60%  F.A.S.) 

Duty  or  non-duty  -  Hired  before 
7/1/81  -  1/2  F.M.C,  plus  1%  for 
each  year  in  excess  of  20.   (Maximum 

-  60%  of  F.M.C.) 

Hired  on  or  after  7-1-81  -  1/2 
F.A.S.,  plus  2%  for  each  year  in 
excess  of  25,  up  to  a  maximum  of  5 
years  of  additional  service. 
(Minimum  benefit  also  in  effect.) 

See  above. 


VOLUNTEER  FIREFIGHTERS' 


55-With  20  years  service.  55-Uith 
10  years  service,  partial  benefits 
under  special  conditions. 


age  55 


20  years  at  age  55  ful I 
participation;  10  years  at 
pa  r  t  i  a  I  pa  r  t  i  c  i  pa  t  i  on . 


20  years  service  -  maximum  $200 
per  month  [Service  credits  /  20 
(minimum  of  1/2)]  x  [excess  over 
$1  million  in  fund  (or  95%  of 
increased  balance  whichever  is 
smaller)  /  number  of  recipients] 
10-20  years  of  service  -  prorated 
amount. 


None 


See  formula  for  Services 
Retirement  above. 


DEATH  BENEFITS 

(Non-Duty  Related) 


Duty  or  non-duty  -  Hired  before 
7/1/81  -  1/2  F.M.C,  plus  1%  for 
each  year  in  excess  of  20.   (Maximum 
-  60%  of  F.M.C.) 

Hired  on  or  after  7/1/81  -  1/2 
F.A.S.,  (max.  60%  F.A.S.)  Benefits 
also  available  for  dependent 
children  and  other  beneficiaries. 


Duty  or  non-duty  -  $4,000 
maximum  -paid  to  the  beneficiary 
of  an  active  fireman  with  20  years 
service.   (Paid  monthly)  Also, 
benefits  available  for  beneficia- 
ries of  retired  firemen  with  10-20 
years  service  and  dependent 
chi Idren. 


(Duty  Related) 

SOCIAL  SECURITY  BENEFITS 
REFUND  AT  TERMINATION 


See  above. 


No 


Contributions  and  accumulated 
interest.   (No  service  requirement.) 


See  above,  plus  $1,500  or  funeral 
expenses,  whichever  is  less. 

No 

No 
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Illustration  1  Public  Employees'  Retirement  System:  28 

(a)  lable  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

Illustration  2  Municipal  Police  Officers'  Retirement  System:  29 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

Illustration  3  Game  Wardens'  Retirement  System:  30 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

Illustration  4  Sheriffs'  Retirement  System:  31 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

Illustration  5  Judges'  Retirement  System:  32 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 
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Page 

Illustration  6  Highway  Patrol  Retirement  System:  33 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

Illustration  7  Firefighters'  Unified  Retirement  System:  34 

(a)  Table  of  unfunded  liability  and  number 

of  years  required  to  amortize  the  unfunded 
liability 

(b)  Graphic  presentation  of  the  unfunded 
liability 

(c)  Graphic  presentation  of  number  of  years 
required  to  amortize  the  unfunded  liability 

NOTE:  In  the  following  tables  and  graphs  an  arbitrary  period  of  forty  years  was 
utilized  in  some  instances.  For  these  years  the  actuary  reported  the 
contribution  rate  at  that  specific  time  was  insufficient  to  amortize  the 
unfunded  liability  over  forty  years,  but  did  not  compute  the  actual  number 
of  years  required  to  amortize  the  unfunded  liability. 
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Illustration  1 
Public  Employees'  Retirement  System 


As  of 
July  1 

1972 
1974 
1976 
1978 
1980 
1982 
198A 
1986 
1988 
1990 


Number  of 
Years  Required 


Unfunded 

to 

Amortize   the 

Liabi  t  i ty 

Unfu 

nded  Liabi li  ty 

66,900,000 

40.00    +* 

70,900,000 

33.00 

129,300,000 

24.00 

150,100,000 

37.00 

217,097,181 

48.20 

273,524,351 

42.47 

281,932,440 

36.58 

275,203,197 

28.24 

298,511,691 

24.96 

277,914,904 
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Source:  Compiled  by  the  Legislative  Auditor's  Office  from  PERD  records.   "See  page  27. 
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Illustration  2 
Municipal  Police  Officers'  Retirement  System 


As  of 
July  1 

1977 
1978 
1980 
1982 
1984 
198iS 
1988 
1990 


Number   of 

Years  Required 

Unfunded 

to 

Amortize   the 

Liabi I i ty 

Unfunded  Liabi I ity 

23,098,889 

40.00    +* 

13,744,041 

40.83 

27,812,318 

40.00    +* 

31,062,325 

40.00    +* 

32,492,453 

35.92 

34,759,407 

33.60 

34,926,327 

29.51 

33,963,221 

26.19 

OO 


Unfunded    Liability 
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Source:  Compiled  by  the  Legislative  Auditor's  Office  from  PERD  records.   "See  page  27. 
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Illustration  3 
Game  Warden's  Retirement  System 


As  of  Unfunded 

July  1  I labi li  ty 

1970  1,020,624 

1972  2.045,000 

1974  2,344,000 

1976  3,093,000 

1978  3,587,419 

1980  3,261,025 

1982  4,169,898 

1984  3,475,610 

1986  3,046,933 

1988  2,159,051 

1990  1,724,446 


Number  of 

Years  Required 

to  Amort  i  ze  the 

Unfunded  1 1  .ibi  t  i  ty 
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Illustration  4 
Sheriffs'  Retirement  System 


As  of 
July  1 

1976 
1978 
1980 
1982 
1984 
1986 
1988 
1990 


Number  of 
Years  Required 


Unfunded 

to 

Amortize   the 

Liabi I i ty 

Unfunded  Liabi  Uty 

2,366,580 

40.00    +* 

2,289,379 

21.30 

1,980,797 

20.80 
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A',  of 
July  1 

1970 
1972 

1974 
1976 
1978 
1980 
1982 
198A 
1986 
1988 
1990 


Illustration  5 
Judges'  Retirement  System 


Number   of 

Years  Required 

UnfutKled 

to  Aniort  i  /e    the 

L  i  nb 1 1 1 1  y 

UnfuncJcd  L  inhi  I  i  ty 

919, U7 

43.00 

1,261,000 

42.00 

2,138,000 

65.00 

1,791,000 

40.00    ♦• 

3,461,701 

40.00    ♦• 

4,221,166 

40.00    +• 

5,561,446 

40.00    ♦* 

6,366,475 

150.00 

5,061,998 

49.61 

4,060,634 

35.01 

3,364,480 

26.72 

Unfunded    Liability 

7 

6 

//^ 

5 

/                                       \. 

Vl_ 

y               \. 

A 

3 

-         / 

2 
1 

•         1         1         ■         1         1         1         1         1         1         1 

1  970  197219741976197819801982198419861988  1990 

As    of    July     1  sf 

Number   of    Years    Required    to 

Amortize    Unfunded    Liability 

1  50 

A 

140 

r                                        /\ 

130 

/  \ 

120 

/  \ 

1  10 

/    \ 

s 

100 

/     \ 

o 

E 
■< 

90 
80 

:                              /     \ 

o 

70 

o 

>- 

60 
50 

° P<                                  V.                 n                n                r(                                    ^^ 

40 

30 

^~~~---^ 

20 

- 

10 

1970  1972  1974  1976  1978  1980  1  982  1  984  1  986  1988  1  990 

As    of    July    1  St 

Source:  Compiled  by  the  Legislative  Auditor's  Office  from  PERD  records.   'See  page  27. 
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Illustration  6 
Highway  Patrol  Retirement  System 


As  of 
July  1 

1972 
1974 
1976 
1978 
1980 
1982 
1984 
1986 
1988 
1990 


Number  of 
Years  Required 


Unfunded 

to 

Amortize   the 

Liabi I i ty 

Unfunded  Liabi I i ty 

3,425,000 

40.00    +* 

4,569,000 

40.00    +* 

7,057,000 

40.00    +* 

8,144,931 

40.00    +* 

8,179,255 

40.00    +* 
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40.00    +* 
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Illustration  7 
Firefighters'  Unified  Retirement  System 


As  of 
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As    of    July    1  st 

Source:  Compiled  by  the  Legislative  Auditor's  Office  from  PERD  records.   "See  page  27. 
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DEPARTMENT  OF  ADMINISTRATION 

PUBLIC  EMPLOYEES'  RETIREMENT  DIVISION 


STAN  STEPHENS,  GOVEBNOH 


(406)44-t   JlB'l 


STATE  OF  MONTANA' 


1712  9TH  AVFNUE 
HELENA.  MONTANA  S9bZll  01  Jl 


^prll   4,    1991 


r-c.ott   A.    F.Gfical 
Jifigisldtive  Auditor 
ot.ate  Capitol 
Helena,    MT     59620 


II 

<  I 


mS  lUiJ..i^g 


401 


^i 


^lEGi^riVSAUDiTCnl 


i>C'jr  licdtt: : 

On  be>ialf  of  the  Public  KinpLoyoes'  Retirement  Board  and  1  he  Public  Employees' 
Rr:^  iLemf;nt  Division  of  the  Department  of  Administration.  I  wifih  to  aqain 
acknowledge  our  appreciation  of  the  professional  manner  in  wliich  the  biennial 
audit  of  the  Retirement  Division  was  conducted.  The  planning  and  conduct  of  the 
audit  permitted  the  division  .=;taff  to  carry  out  work,  assignments  in  a  routine 
manner . 

ReccHimendation  #1.  We  recorinend  the  division  ensure  information  on  its  automated 
system  is  complete  and  accurate. 

The  audit  report  fairly  details  the  problems  of  our  automated  system.  As  I'm 
.^ure  you  are  aware,  computer  systems  u.'sed  for  retirement  administration  have  an 
anticipated  assc±)le  life  expectancy  of  five  or  six  years.  Dae  Lo  budqet 
restraints  and  the  large  cost  of  replacing  these  systems,  $300,000  Lo  $500,000, 
Lhe  current  system  ha.s  been  operating  over  15  years.  The  division  has  requested 
necessary  funding  in  the  next  biennium  to  complete  a  replacement  of  the  archaic 
system. 

Since  the  Legislature  discussed  the  new  system  in  1989  as  part  of  the  budget 
process,  the  division  allocated  several  staff  members,  on  a  part-time  basis,  to 
updating  and  correcting  information  in  the  computer  files.  This  clean-up  project 
improved  the  accuracy  of  data  in  the  current  system  and  will  be  ongoing  until 
all  data  is  in  the  best  shape  possible  for  the  next  valuation. 

DISCLOSURE  ISSUE:   JUDGES'  RETIREMENT  SYSTEM  FUNDING 

The  Judges'  Retirement  System  will  always  be  a  volatile  system  due  to  the  small 
number  of  members.  In  the  report  to  the  Legislature,  issued  on  January  /,  1991, 
in  compliance  with  Chapter  664,  Laws  of  1989,  the  Board  addressed  the  inadequacy 
of  the  court  fees  as  the  major  funding  source  of  the  Judges'  system.  This  report 
is  on  file  with  the  Legislative  Council.  The  Board  did  not  request  any 
Legislation  in  this  area  due  to  the  1989  enactment  which  reijuired  a  report  for 
legislative  review  rather  than  a  bill  proposal. 
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■AN  EQUAL  OPfCWTUHITY  EMPLOYER' 


Sr.ott  A.  Seacat 
Apr.ii  4,  i\J9J 
Pago  '? 


GocKi  investment  returns  over  the  past  two  y^^rs  have  provided  sufficient  funding 
for  amortization  of  the  unfunded  liability.  However,  with  the  total  benefit 
payments  increasirig  due  to  salary  increases  and  additional  retirements,  without 
proportionate  increases  in  the  court  fees  to  meet  the  required  contribution 
rates,  less  revenue  will  be  available  for  investment.  At  the  same  time,  required 
landing  for  accruing  benefits  will  continue  to  increase. 

At  the  preseni.  time  the  system  is  able  to  meet  all  current  obligations,  but  if 
tlie  continued  funding  shortfall  is  not  addressed  in  the  next  legislature,  Llie 
J  one  term  fi:ia(\cial  soundness  of  the  system  will  be  jeopardized. 

Prior  to  the  next  r.ession,  the  Public  Employees'  Retirement  Board  will  review 
the  funding  status  of  this  system  as  part  of  the  1992  actuarial  valuation  process 
rind  request  remedial  legislation. 


3inc9^elY,   /^ 

Lasireiice   t'.  /'Nachtsheim 
Admi  ni3trat:br 

LPN/lo 
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